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Pus 
FINNISH KEY ECONOMIC INDICATORS 


All values in US $ millions unless otherwise indicated. 
Exchange rate per US $1.00: 1979 - FIM 3.896; 1980 - FIM 3.730; 1981 - FIM 4.3. 


1) 1) 


1979 1980 % Change” 1981 (est.) % Change 


INCOME, PRODUCTION, EMPLOYMENT 


GDP* (current prices) 41,406 50,082 ‘ 49 ,950 
GDP* (constant 1975 prices) 28,854 31,606 . 28,510 
Per capita GDP* (current prices) ,$ 10,480 : 10,320 
Industrial Investment 3,009 31,390 
Personal Income 25,725 : 25,100 
Index of Industrial Production 

(1975=100) 127 : 132 
Avg. Industrial Wage 

(hourly rate for male) “ . 77 5.58 
Labor Force (000's) 2,320 . 2,335 
Avg. Unemployment Rate (%) 3 4.8 ‘ 5.0 


MONEY AND PRICES 


Money Supply, M2 

Discount Rate (Bank of Finland) 
Wholesale Price Index (1949=100) 
Consumer Price Index (1977=100) 
Retail Sales Index (1972=100) 


BALANCE OF PAYMENTS AND TRADE 


Gold and For. Exch. Reserves 

(Bank of Finland) 1,204 2,091 ‘ 1,900 
External Public Debt 2301. 2,72 bs 2,440 
Annual Debt Service, Ratio 11.8 10.0 125 
Balance of Payments”) - 98 - 1,233 - 456 
Balance of Trade - 314 - 1,569 5 - 500 
Exports, f.o.b. 21,334. 14,335 é 14,700 

U.S. Share (%) 4.3 352 ) 3.5 
Imports, c.i.f. 11,428 15,684 15,200 

U.S. Share (%) 5.0 Se - 77 


—— 


1) Percentage changes are based on FIM values. 2) The increase was due primarily to 
the raising of the bookkeeping value of the Bank of Finland's gold reserves and 
inclusion of foreign bonds in its total foreign exchange holdings. 3) Basic Balance. 
* Gross Domestic Product. 


Main Imports from U.S., First Quarter 1981 (in $ millions): Coal 44; aircraft & parts 

(incl. 3 DC-9-51 aircraft) 37; chemicals 32; office machinery & ADP equipment 24; 

printing & bookbinding machinery 15. 

Sources: Central Statistical Office, Ministry of Finance, Bank of Finland, Board of 
Customs, and the Economic Research Institute of Commerce and Industry (ETLA). 





SUMMARY 


The surprising surplus in Finland's trade account for the first half of 1981 
indicates that its heavily trade oriented economy will do better this year than 
previously expected. Based on this initial good performance, we project a 
bullish 3 to 4 percent growth in GDP for the year, although other observers 
cite lower figures. 


Investment is clearly the main spur to economic growth at this point and several 
recent actions taken by the Government should insure steady investment growth 
through at least the next 12 months. The Government is concerned about two 
problems familiar to most industrialized countries, inflation and unemployment. 
However, the rate of inflation should be less this year than in 1980 and 
unemployment will hold steady at about 5 percent through the end of the year. 


Trade with the U.S. continues to flourish and the U.S. share of the Finnish 
market should top 7 percent this year. Coal has quickly become the number 

one U.S. export to Finland and there is continued strong demand for American 
aircraft, chemicals and office machines. The higher cost of the U.S. dollar 
may impinge on this favorable development and American exporters are encouraged 
to pay careful attention to their pricing policies for exports to Finland. 


PRODUCTION -- SLOWER GROWTH 


Slower growth in industrial production, first noted in the last quarter of 
1980, continued into the current year. There was a contraction of about 10 
percent in the output of lumber, plywood, particle board, and joinery 
products during the first quarter of 1981, reflecting primarily weaker 
exports for these products. However, pulp and paper output is holding firm 
at last year's levels and the total Finnish forest industry output will 
probably show a net decline of only 3 percent this year. 


Output in the metal manufacturing and engineering industries is projected to 
show a gain of about 6 percent, being spurred by domestic investment in 
machinery and equipment and by deliveries to the Soviet Union. Prospects for 
the Finnish shipbuilding industry appear good for the present with orders for 
101 ships, equaling about 625,000 GRT and valued at nearly $ 2.4 billion, 
providing full employment for shipyards through 1982. Only Spain and France 
show higher shipbuilding figures in Western Europe. Capacity utilization 

for all metal manufacturing and engineering industries remains roughly at 

the previous year's level of 93 percent. 


Production in textiles, clothing, and foodstuffs this year will also rise by 
some 3 percent. The chemical industry will probably show a gain of 6 percent. 
Balancing the expected forest industry decline with the gains in other 
industrial sectors we see a net increase in all industrial output of about 4 
percent in 1981. 





CONSUMPTION -- MODEST GAINS 


Aggregate consumption showed some leveling off during the early part of 1981. 
According to preliminary data, the volume of both wholesale and retail trade 
registered a slight decline in first quarter 1981 over first quarter 1980. 
Household disposable real income is estimated to rise only 1 percent this year. 
However, the rate of savings is expected to decline slightly. Thus, private 
corsumption will probably edge up by about 2 percent this year, compared to nearly 
3 percent in 1980. Since public consumption is anticipated to increase by about 
3 percent, aggregate consumption in 1981 will probably rise by over 2 percent. 


INVESTMENT -- STILL STRONG 


Fostered by a relatively good business outlook and improvement in the financial 
position of companies, the volume of fixed investments in 1980 registered a 

brisk growth of nearly 13 percent, compared with an increment of only 4.5 percent 
in 1979. Hence, investments’ share of Finland's GDP rose by almost 2 percentage 
points to 25.5 percent, the emphasis being in industrial investments. 


In 1981 the growth in fixed investments is expected to continue, although at a 
slower pace than last year. Nevertheless, investments will probably constitute 
the fastest growing demand factor of the economy. There are sizeable projects 
underway, sustaining investment growth. Investments in machinery and equip- 
ment are extensive in the metal manufacturing, engineering, and chemical 
industries, showing probably a rise of approximately 10 percent over the 
previous year's level. Private investments are expected to increase by 8 
percent while the growth in public investments will be on the order of 2 
percent. Residential housing construction is likely to remain at last year's 
relatively high level whereas business and office construction may expand 
somewhat. Abolition of the 1 year special investment tax by October 1, 1981 
will probably provide some additional stimulus to construction this year. 

On balance, the volume of fixed investments in 1981 is estimated to rise by 

6 percent. 


FOREIGN TRADE -- EXPORT GROWTH SUSTAINED BY METAL INDUSTRY, IMPORTS TO INCREASE 
IN THE SECOND HALF OF 1981 


Contrary to projections made last year, Finland's export performance has 
evinced considerable strength this year, while imports have remained 

remarkably low. During the first 6 months of 1981 the value of Finnish exports 
surpassed the corresponding 1980 level by about 19 percent, the simultaneous 
increase in imports equaling approximately 6 percent. Consequently, Finland's 
foreign trade for the first half showed a surplus of about $180 million, 
contrasted with a deficit of about $300 million recorded during the same period 
of last year. 


Fostered by additional deliveries in payment of the higher oil bill and the new 
Finnish-Soviet basic trade agreement for 1981-1985, growth in Finnish exports 
during January-June was led by shipments to the Soviet Union which doubled in 
value and equaled almost 25 percent of the total. These deliveries to the 





Soviet Union were particularly important for Finnish metal manufacturing 

and engineering industry exports during the first 6 months of the year. 
Stimulated also by exports to the East, rather good gains in value-terms were 
recorded in January-June for the deliveries of foodstuffs, textiles, leather, 
clothing goods, paperboard and pulp. On the other hand, shipments of lumber 
and various board products registered a drop. 


While Finnish exports to the Soviet Union exhibited considerable increase, 
recession in Finland's major Western customer countries caused a decrease of 
about 3 percent in shipments to the EFTA countries and a gain of only 2 
percent in deliveries to the EEC area during the first 6 months of the year. 
On the other hand, Finnish exports to developing countries rose by 30 percent 
and by 27 percent to the OPEC countries. The Embassy estimates that the 
total value of Finnish exports in 1981 will surpass the previous year's 
figure by about 20 percent. 


The value of total Finnish imports during the first 6 months of 1981 rose by 
about 6 percent above the same period in 1980 and in volume terms imports 
actually declined. This represents a remarkably strong deceleration after 
the 32 percent increase in the value of imports in 1980. The lower rate of 
growth for imports is caused mainly by lower crude oil imports, which in turn 
are due partially to the timing of deliveries and the suspension of oil 
refining on contractual bases for Sweden. Coal and coke imports, reflecting 
largely price increases, rose by about 77 percent in value during the first 
6 months of 1981. The continued brisk pace of investment spurred imports 

of investment goods to a 26 percent increase over the first 6 months of 1980. 
However, the value of consumer goods imports rose by only 6 percent over the 
same period. 


The overall trend for imports is expected to increase through the rest of the 
year with a total increase of 12 percent projected for the whole year. Within 
the overall trend, we expect raw material imports, mainly fuels, to increase 
their share while imports of investment goods should fall off somewhat. 
Imports of consumer goods should remain at their current low rate of increase. 


BALANCE OF PAYMENTS -- LOWER DEFICIT THAN LAST YEAR 


Finland's current account balance will show a notable improvement over last 
year's $1.3 billion deficit. The marked strength of Finland's exports and 
the relatively low level of imports during the first quarter of 1981 yielded 
a surplus of about $175 million. However, the Ministry of Finance still 
anticipates a deficit for the full year. 


Financing of the deficit this year will also differ from that for the much 
larger deficit last year. Instead of covering the deficit by short-term 

debt as in 1980, Finland will cover the much lower deficit this year through 
long-term capital imports. Finland's net foreign debt now stands at $8 billion 
or roughly 16 percent of the nation's GDP. 


The upward trend in Finland's foreign exchange reserves has persisted since 
last September, the country's position being remarkably strong in this respect. 





The Bank of Finland's foreign exchange holdings at the end of May totaled 
about $1.73 billion, or equivalent to about 7 weeks' imports. The foreign 
exchange reserves of the central bank are not expected to change appreciably 
during the rest of the year. 


PRICES -- SLIGHT MODERATION IN INFLATION 


The inflation rate in Finland leveled off somewhat during the latter part of 
1980 and in the first half of 1981. Theconsumer price index rose 12.7 

percent from May 1980 to May 1981. However, consumer prices during the first 
five months of the current year increased by 5.9 percent, compared with 6.8 
percent in the same period of 1980. The cost pressure imposed by import 
prices is expected to remain relatively modest during the second half of the 
year and, reflecting the comprehensive two-year wage settlement, the Govern- 
ment is optimistic that domestic price pressure will also be slightly lower 
than last year. Furthermore, it is to be assumed that companies will exercise 
restraint in their pricing policies so as to prevent triggering the automatic 
index compensation mechanism, incorporated in the new collective bargaining 
agreements. The Ministry of Finance estimates that the consumer price 

index in 1981 will show an average annual increase of 11.5 percent, or slightly 
less than last year. 


LABOR FORCE -- SLIGHT INCREASE IN UNEMPLOYMENT RATE 


Employment improved significantly in 1980, the rate of unemployment declining 
by 1.3 percentage points to 4.8 percent. Due largely to seasonal factors, 
unemployment rose last winter but declined in the spring, the number of wnemployed 
totaling about 114,000 at the end of April and equaling 5.0 percent of the 
labor force. The figure is about 14,000 lower than in March and approximately 
1,000 less than a year ago. Pointing to the projected decline in Finnish 
exports to the west and a slower pace for investments, the Government is 
concerned about the possibility of rising unemployment in the latter part of 
the current year but it believes that the unemployment rate can be kept at the 
5 percent level. Hence, warding off unemployment is becoming an increasingly 
important policy objective of the Government. The Government notes also with 
concern that unemployment in the country has become partly structural. 


A two-year comprehensive labor settlement was concluded with the major labor 
organizations during the spring. The fundamental feature of the settlement 
was reintroduction of the controversial index compensation system, triggering 
automatic wage increases when the consumer price index -- adjusted to changes 
in the terms of Finland's foreign trade -- surpasses specified ceilings in 
1981 and 1982. The first compensation will be made at the end of the current 
year if warranted by a sufficient increase in the CPI. It is estimated that 
the settlement, described as "moderately tolerable" by industry, will raise 
unit labor costs roughly by 10 percent this year. 


GOVERNMENT ACTIONS -- CAUTIOUS STIMULUS WHILE KEEPING INFLATION DOWN 


Permitted by the strong improvement in Finland's external trade balance this 
year, the Government has shifted the focus of its fiscal and monetary policies 





oan 


from combatting the foreign trade deficit to controlling inflation and 
maintaining employment. With the perspective of slightly declining economic 
activity during the second half of 1981 but facing the risk of accelerating 
inflation, the Government has assumed an economic policy line of cautious 
relaxation and stimulation. 


After tightening its grip on monetary markets on several occasions last year, 
the Bank of Finland eased its monetary policy somewhat during the spring by 
lowering the interest rate on commercial banks' call money gradually by 1.5 
percentage points to 11.0 percent in March-April and by reducing their cash 
reserve requirements in several stages from 4.6 to 3.0 percent in April-May. 
In mid-May, personal and housing credits were eased slightly, although banks 
are required in their credit extension to give priority to "profitable" 
production and investments. The Bank of Finland emphasizes that it wants to 
avoid any relaxation in monetary markets which would endanger its anti- 
inflationary stance. 


In order to stimulate investments in the medium-term, the Government announced 
in May a time-table for releasing various special deposits -- investment 
reserves, counter-cyclical deposits, and export deposits -- totaling over 

$760 million which have been collected from companies since 1977 under special 
legislation designed to build reserves for combatting recession. The bulk of 
the funds will be released in three installments -- October 1, 1981, 

January 1, 1982 and May 1, 1982. Also, the investment tax imposed on so-called 
less desirable construction will be removed by October 1, 1981. Although 
release of the reserve funds will take place largely beyond 1981, the action 
will improve the psychological climate for investments during the second half 
of the current year. 


Clearly, curbing inflation and ensuring growth in real earnings, without 
triggering the automatic wage increases of the two-year wage contracts, consti- 
tute the Government's major economic policy objectives. However, the unpre- 
dictability of the international price trend may cause problems over which the 
Government has no control. In order to control inflation, protect real 
earnings from falling, and maintain labor peace, the Government is expected to 
draft an austerity budget for 1982 with only moderate increases in public 
charges and collections. Fortified by a cautiously expansionary policy this 
year, while trying to maintain Finland's external competitiveness, the 
Government hopes to place Finland in a good position to benefit from the 
anticipated recovery of international demand, particularly in Western Europe, 
in 1982-83. 


IMPLICATIONS FOR THE UNITED STATES 


For the second straight year, U.S. exports to Finland are expected to increase 
at a more rapid pace than Finnish imports in general. Thus the United States 
market share will rise to over 7 percent for the year as compared to 5.8 
percent in 1980. 


In the first six months of this year, Finnish imports from the U.S. were valued 
at $510.7 million representing a handsome 34 percent increase over the like 
period one year previously and raised the U.S. market share to 7.5 percent. 





This exceptionally strong demand for U.S. products is largely due to two 
factors: the continued strength in investment activity, which revived in late 
1980, and which is expected to continue strong over the next 6 to 9 months, 
and the favorable U.S. dollar-Finnmark rate which prevailed well into the 
second quarter of this year. Other contributing factors are the continuing 
strong trend to upgrading office efficiency, resulting in excellent demand 

for business machines and equipment, computers and peripherals, and the 

search for new supplies of coal. 


Of the constellation of positive factors noted above,all are expected to 

remain so throughout 1981 with the sole exception of the exchange rate. 

The current rate (July 1981) is approximately 4.5 FIM = U.S. $1, up from 3.7 
FIM to the dollar in late 1980 and early 1981. This recent rapid strengthening 
of the dollar has and will continue to dampen sales prospects, particularly 

for price sensitive commodities. Among those that have been most notably 
affected to date are textile products, sporting goods, low grade ball bearings 
and certain chemicals. 


Since all other factors augur well for U.S. exports to Finland, U.S. firms 
active in this market as well as those seeking entry should pursue an 
aggressive pricing policy to insure that the higher priced dollar doesn't 
unduly disrupt marketing patterns. Rebuilding a customer base is time 
consuming nd often more costly than maintaining sales through an aggressive 
pricing policy. Many Finnish importers contacted recently indicate that U.S. 
goods remain very competitive in Finland at an exchange rate of 4.05 to 4.15 
FIM to the U.S. dollar. Thus over the next few months U.S. exporters should 
maintain close contact with their agents and distributors ir. Finland and seek 
out mutually supportive price, discount and commission arrangements to insure 
continued market access. 


The principal imports from the U.S. in the first quarter of 1981 were: coal 
$44 million, aircraft and parts $37 million, office machinery and ADP equipment 
$24 million and printing and bookbinding machinery $15 million. The strong 
showing for coal was due to the sharp cutback in deliveries of Polish coal, 

and it is anticipated that the U.S. will continue to remain a prime supplier 
over the next several years. Imports of aircraft and parts were sustained 
primarily due to the delivery of 3 DC 9-51 aircraft. A new DC-10 is due to 

be delivered in the late summer and thus, import figures for this commodity 
group will show exceptionally strong in year-end figures. 


Continued strength in industrial investment, product development and production 
growth in the electronics and engineering industries and a high level of 
consumer spending support continued demand for U.S. products. Among the 
industrial products with best sales prospects in the months ahead are: 
electronic components; electronic industry production and test equipment; 
process control instrumentation; and business equipment. New techniques such 
as CAD and CAM (computer aid design/manufacturing) are beginning to gain a 
foothold and should have good sales prospects down the line. 


Over the last year, the U.S. Embassy in Helsinki has cooperated with local dealers 
marketing U.S. product lines to mount product demonstrations and sales seminars. 





Two such events plus a trade mission are scheduled in the autumn featuring 
marine propulsion equipment, chemicals, and agricultural and construction 
equipment. 


U.S. firms seeking to arrange product promotions in Finland are encouraged to 
contact the U.S. Embassy, Commercial Office, Itdinen Puistotie 14 B, 00140 
Helsinki 14, Finland. Information on Finnish trade fairs may be obtained 
from the Germany/Austria/Nordic Branch, Office of Country Marketing, 
Room 1015C, Department of Commerce, Washington, D.C. 20230, or 
directly from the Finnish Fair Corporation, Helsinki Fair Center, 
P.B. Box 24, 00520 Helsinki 52, Finland. 
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You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPO you need to succeed in overseas business. 
RTING Overseas Business Reports (OBR’s)—40 
BLINDFOLDED? a year—bring you detailed information on overseas 


trade and investment conditions and opportunities. 
They'll bring you the latest marketing information on 
countries offering good potential as sales outlets for 


U.S. goods. You'll find information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in 130 countries. This series is essential for 
analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 


@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service 

@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 

@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


ASA A TE ee UDA SEE IES MATTE ENUM AR EE TEA BIT BE SS BON FA GAINES ERATE ME RETA ASS RR RT EE TS LT TE TT 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
; Credit Card Orders Only 


Total charges $_______ Fill in the boxes below. 


Enclosed is $__.____ 0 check, 
O money order, or charge to my 


Deposit Account No. Credit 

[TIlIIlIi iH) ig e Card No. Pha oh Ler ee 
agate Expiration Date 

ren Month/Year fdak kt 


Enter my subscription to: [] Overseas Business Reports at $40 per year ($50 overseas) 
(0 Foreign Economic Trends at $50 ($62.50 overseas) 


Company Name 


wor te wae Name—First. Last 
Street address 


City State ZIP Code 


wd LSS 


(or Country) 


Lil 


PLEASE PRINT OR TYPE 





